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UNCLAS LIMA 11281 

EO 11652: N/A 

TAGS: ECIN, EINV, CO, EC, PE, VE, BO 

SUBJ: ANDEAN PACT - REVISIONS OF DECISION 24 

REE: LIMA 9942 

1 . OUR EARLY REPORTING OF REVISIONS OE DECISION 24 (TREATMENT 
OF FOREIGN CAPITAL) CONTAINED IN DECISION 103 IS CONTAINED IN 
REETEL. AN IMPORTANT CHANGE NOT COVERED IN REFTEL CONSISTS OF 
ADDITIONAL DEFINITION OF "DIRECT FOREIGN INVESTMENT". THE 
FOLLOWING CLAUSE IS ADDED TO THE ORIGINAL DEFINITION. "... AND 
REINVESTMENTS MADE IN CONEORMITY WITH THE CURRENT REGIME." 

2. THE TERMS OF THE ORIGINAL DECISION 24 RESULTED IN THE CREA- 
TION OF WHAT HAS BEEN CALLED "LIMBO CAPITAL", WHICH CONSISTED OE 
PERCENTS BEYOND THAT WHICH COULD BE REPATRIATED (14 PERCENT) OR 

AUTOMATICALLY REINVESTED (5 PERCENT). UNDER THE NEW DEFINITION 
WHEN SUCH CAPITAL IS REINVESTED IT WILL BE CONSIDERED NEW DIRECT 
FOREIGN INVESTMENT THEREBY BROADENING THE BASE ON WHICH THE 
FOLLOWING YEAR ! PERCENTAGES OF DIRECT INVESTMENT ARE CALCULATED. 
THE PROCESS WOULD PROGRESSIVELY REDUCE ACTUAL OR POTENTIAL LIMBO 
CAPITAL AND IN EFFECT INCREASE THE PERCENT OF ORIGINAL INVESTMENT 
WHICH CAN BE REPATRIATED. THE CHANGE REMOVES ANOTHER IMPEDIMENT 
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TO INVESTMENT IN THE REGION. 
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